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ABSTRACT 
 
  
The purpose of this study is to assess the understanding on Bai’ Bithaman Ajil (BBA) 
financing contract among Agrobank employees attached at branches and business centre 
(regional office) in the northern states of Peninsular Malaysia before its transformation 
process to become a full-fledged Islamic bank (FFIB) in year 2015. A discussion of 
factors affecting employees‟ understanding on BBA financing contract is also included. 
The research presents primary data collected by self-administered questionnaires 
involving a sample of 40 respondents who represents executives from lower-management 
group with direct involvement in commercial financing-related functions. The 
respondents were identified from 19 different branches and one business centre within the 
states of Pulau Pinang, Kedah and Perlis, in which two respondents were selected to 
represent each branch/business centre. Respondents‟ demographic profiles were analysed 
using descriptive analysis. To further examine factors affecting employees‟ 
understanding on BBA financing contract, a multiple regression analysis had been 
employed. This study reveals that employees possess necessary knowledge on general 
principles of BBA in term of its applicability as main financing agreement within the 
spectrum of business banking segments in Agrobank. The results also indicate that 
knowledge and commitment are the two significant factors which could affect 
employees‟ understanding on BBA financing contract. On the other hand, employees‟ 
keen-interest and their ability to practice Shariah-compliant aspects show insignificant 
relationship with understanding on BBA financing contract. The empirical evidence of 
this study highlights the importance of Agrobank to groom a knowledgeable workforce 
with true commitment in Islamic banking aspects in order to ensure its transformation 
process would chart another remarkable milestone in spurring the growth of Islamic 
banking industry in Malaysia. The gist of these study reports findings from the first 
region-wide survey carried out in Agrobank on the niche aspects of Islamic banking 
operations with BBA financing contract as its key essence. 
 
Keywords: employees, understanding, bai’ bithaman ajil, full-fledged Islamic bank, 
Islamic banking. 
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ABSTRAK 
 
  
Tujuan penyelidikan ini adalah untuk menilai pemahaman ke atas kontrak pembiayaan 
Bai‟ Bithaman Ajil di kalangan kakitangan Agrobank yang bertugas di cawangan-
cawangan dan pusat perniagaan (pejabat wilayah) di negeri-negeri wilayah utara 
Semenanjung Malaysia, sebelum proses transformasi untuk beralih kepada bank Islam 
berstatus penuh (FFIB) menjelang tahun 2015. Perbincangan untuk faktor-faktor yang 
memberi kesan kepada tahap pemahaman kakitangan terhadap kontrak pembiayaan BBA 
juga turut dimuatkan. Kajian ini membentangkan data-data primer yang diperolehi 
melalui borang soalselidik yang dilengkapkan sendiri oleh 40 orang responden yang 
mewakili eksekutif daripada kumpulan pengurusan bawahan yang terlibat secara 
langsung  di dalam fungsian tugas berkaitan pembiayaan komersial. Responden-
responden telah dikenalpasti daripada 19 buah cawangan dan sebuah pusat perniagaan di 
seluruh negeri Pulau Pinang, Kedah dan Perlis, di mana dua orang responden telah dipilih 
untuk mewakili setiap cawangan/pusat perniagaan. Profil demografik responden dianalisa 
menggunakan kaedah analisis deskriptif. Analisis multiple regression telah digunapakai 
bagi mengkaji lebih lanjut faktor-faktor yang memberi kesan kepada pemahaman 
kakitangan terhadap kontrak pembiayaan BBA. Hasil kajian ini menunjukkan kakitangan 
mempunyai pengetahuan yang diperlukan terhadap prinsip-prinsip asas BBA dalam 
konteks penggunaannya sebagai kontrak pembiayaan utama meliputi spektrum perbankan 
perniagaan di Agrobank. Hasil kajian ini turut menunjukkan bahawa pengetahuan dan 
komitmen merupakan dua faktor yang signifikan dan boleh memberi kesan kepada 
pemahaman kakitangan terhadap kontrak pembiayaan BBA. Sebaliknya, minat kendiri 
kakitangan dan kemampuan mereka untuk mengamalkan aspek-aspek kepatuhan Syariah 
menunjukkan perkaitan yang tidak signifikan dengan tahap pemahaman mereka. Bukti 
empirikal daripada kajian ini memberi penegasan kepada kepentingan Agrobank untuk 
mempersiapkan tenaga kerja yang berpengetahuan dengan disertai oleh komitmen yang 
tidak berbelah bahagi terhadap aspek-aspek perbankan Islam bagi memastikan proses 
transformasi ke arah menjadi sebuah bank Islam berstatus penuh dapat melakar satu lagi 
pencapaian yang bermakna dalam usaha untuk merangsang pertumbuhan industri 
perbankan Islam di Malaysia. Teras kajian ini melaporkan penemuan untuk penyelidikan 
yang pertama kali dilakukan di Agrobank pada peringkat wilayah melibatkan aspek 
khusus operasi perbankan Islam dengan kontrak pembiayaan BBA sebagai intipati utama 
kajian. 
 
Kata kunci: kakitangan, pemahaman, bai’ bithaman ajil, bank Islam berstatus penuh, 
perbankan Islam. 
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CHAPTER 1 
INTRODUCTION AND BACKGROUND OF THE STUDY 
 
1.3 Background of the Study  
Islamic banking (IB)
I
 sector in Malaysia has experienced positive growth and 
tremendous progress over the past three decades since the establishment of Bank 
Islam Malaysia Berhad (BIMB) as a pioneer full-fledged Islamic bank (FFIB)
I
 in 
1983. The emergence of IB has changed Malaysian banking landscape from sole-
dominance of long established and deep-rooted conventional banking system to a 
dual-banking system where Islamic banks operates in parallel with their 
conventional counterparts. Ismail (2010) emphasized that Islamic banking had 
played vital role by mobilizing funds from rab-al-mal (surplus units) to mudharib 
(deficit units), as well as prohibit riba-based activities in its operations.  
The launching of Malaysian International Islamic Financial Centre 
(MIFC) initiative in 2006 was an utmost commitment by Malaysia‟s financial 
market regulators to develop and strengthen Malaysia‟s position as Islamic 
financial hub (BNM, 2013). As of February 2014, Islamic banking assets 
accounted for RM423.3 billion or 20.5 percent of the total banking assets (BNM, 
2014), a fivefold increase from RM94.6 billion as of end 2004 (Abdullah & 
Abdul Rahman, 2007). The initial aim by Government is to capture one-fifth 
market share by 2010 but the target was only fulfilled in the first quarter of 2013.  
                                                          
I
 The word Islamic banks and full-fledged Islamic banks will be interchangeably used with their 
respective abbreviations of IB and FFIB throughout this text. 
The contents of 
the thesis is for 
internal user 
only 
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News by Topics 
Agrobank Set To Fully Implement Islamic Banking By 2015  
 
Agrobank formally known as Bank Pertanian Malaysia is set to fully implement Islamic 
banking by 2015 as it currently offers both conventional and Islamic services to cater for 
the demand of clients.  
The bank has been offering Shariah compliant products and services since 2008 and has 
acknowledged the demand for the growing sector of Islamic finance which is set to soar to over 
$1.5 trillion US dollars by 2012.  
Managing Director of Agro Bank, Datuk Ahmad Said said in a statement that, ""They are popular 
among non Muslims with the ratio presently 60:40 in favour of Islamic banking. We have actually 
targeted to go fully Islamic this year, but we felt we have to continue with conventional banking for 
some more years as we are not that stable.So, we are doing it slowly by reducing conventional 
banking products. It will also be costly if we change abruptly as we have to cancel all previous 
agreements and sign new ones". 
Agrobank currently boasts 167 branches across Malaysia and are set to offer the Shariah 
compliant modes of financing and expand their number of branches around the country. Ahmad 
further added that, "New branches are set up annually depending on our planning. Our target this 
year is 10 including Kubang Kerian, Kota Baru, Pahang, Johor and Sabah.However, the Finance 
Ministry has requested us to open in districts which presently have no banks, especially in Sabah 
and Sarawak. So, the number (of new openings) this year will be more than 10". 
With the industry thriving and attention from global investors turning towards Islamic financial 
modes of transactions there is no better time to implement fully fledged Islamic services. The 
effective implementation of specialised Islamic financial institutions will further help Malaysia to 
enhance their profile as being the hub of Islamic finance. It will also help to stablise the Islamic 
financial economy and give it an individual identity within the financial sector.   
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